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	Basic statistics of Australia

	(Numbers in parentheses refer to the OECD average)*

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population (million)
	23.9
	 
	Population density per km2
	3.1
	(35.1)

	Under 15 (%)
	18.9
	(18.0)
	Life expectancy (years, 2014)
	82.4
	(80.9)

	Over 65 (%)
	14.9
	(16.3)
	Men (2013)
	80.1
	(77.8)

	Foreign-born (%, 2014)
	28.1
	
	Women (2013)
	84.3
	(83.1)

	Latest 5-year average growth (%)
	1.4
	(0.4)
	Latest general election
	July 2016

	ECONOMY

	Gross domestic product (GDP)
	
	
	Value added shares (%, 2014)
	
	

	In current prices (billion USD)
	1 229.6
	
	Primary sector
	2.6
	(2.4)

	In current prices (billion AUD)
	1 633.8
	
	Industry including mining and construction
	25.4
	(26.6)

	Latest 5-year average real growth (%)
	2.7
	(1.9)
	Services
	72.0
	(70.9)

	Per capita (000 USD PPP) 
	46.7
	(4.1)
	
	
	

	GENERAL GOVERNMENT
Per cent of GDP

	Expenditurea
	35.7
	(41.7)
	Gross financial debta
	44.2
	(111.6)

	Revenue
	34.2
	(38.5)
	Net financial debta
	-14.6
	(72.7)

	EXTERNAL ACCOUNTS

	Exchange rate (AUD per USD)
	1.329
	
	Main exports (% of total merchandise exports)
	

	PPP exchange rate (USA = 1)
	1.462
	
	Crude materials, inedible, except fuels
	31.8

	In per cent of GDP
	
	
	Mineral fuels, lubricants and related materials
	25.3

	Exports of goods and services
	19.3
	(5.5)
	Food and live animals
	14.3

	Imports of goods and services
	21.6
	(5.1)
	Main imports (% of total merchandise imports)
	

	Current account balance
	-4.8
	(0.2)
	Machinery and transport equipment
	39.6

	Net international investment position
	-56.8
	
	Miscellaneous manufactured articles
	15.1

	
	
	
	Manufactured goods
	12.2

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64 year-olds (%)
	72.2
	(66.2)
	Unemployment rate, Labour Force Survey (age 15 and over) (%)
	6.1
	(6.8)

	Men
	77.5
	(74.1)
	Youth (age 15-24, %)
	13.1
	(13.9)

	Women
	66.8
	(58.5)
	Long-term unemployed (1 year and over, %)
	1.4
	(2.2)

	Participation rate for 15-64 year-olds (%)
	76.9
	(71.2)
	Tertiary educational attainment 25-64 year-olds (%)
	42.9
	(35.7)

	Average hours worked per year
	1 665
	(1 766)
	Gross domestic expenditure on R&D (% of GDP, 2013)
	2.1
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe)
	5.5
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2014)
	15.8
	(9.4)

	Renewables (% of total)
	6.5
	(9.6)
	Water abstractions per capita (1 000 m3, 2011)
	0.6
	

	Fine particulate matter concentration (PM2.5, μg/m3)
	6.7
	(14.5)
	Municipal waste per capita (tonnes, 2011)
	0.6
	(0.5)

	SOCIETY

	Income inequality (Gini coefficient, 2014b)
	0.337
	(0.31)
	Education outcomes (PISA score)
	
	

	Relative poverty rate (%, 2014b)
	12.8
	(11.0)
	Reading 
	503
	(496)

	Median equivalised household income (000 USD PPP, 2014)
	31.3
	(22.4)
	Mathematics
	494
	(494)

	Public and private spending (% of GDP)
	
	
	Science
	510
	(501)

	Health care, current expenditure
	9.3
	(9.1)
	Share of women in parliament (%, August 2016)
	31.9
	(27.8)

	Pensions (2014b)
	6.9
	(9.1)
	Net official development assistance (% of GNI)
	0.27
	(0.39)

	Education (primary, secondary, post sec. non tertiary, 2013)
	3.9
	(3.7)
	
	
	

	Better life index: www.oecdbetterlifeindex.org

	a. 2014 for the OECD aggregate

	b. 2013 for the OECD aggregate.

	c. 2011 for the OECD aggregate.

	* Data refer to2015 unless otherwise stated. Where the OECD aggregate is not provided in the source database, a simple OECD average of latest available data is calculated where data exist for at least 29 member countries.

	Source: Calculations based on data extracted from the databases of the following organisations: OECD, International Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary Union.




Acronyms
ACCC
Australian Competition and Consumer Commission


ACOLA
Australian Council of Learned Academies


AIMS
Australian Institute of Marine Science


ANTO
Australian Nuclear Science and Technology Organisation


APRA
Australian Prudential Regulation Authority


APS
Australian Public Service


ARC
Australian Research Council


ATO
Australian Taxation Office


CCS
Carbon Capture and Storage


CSIRO
Commonwealth Scientific and Industrial Research Organisation


CRC
Cooperative Research Centres 


DSP
Disability Support Pension


DTA
Digital Transformation Agency


DTO
Digital Transformation Office


ERA
Excellence in Research for Australia


ESCCLP
Early Stage Venture Capital Limited Partnerships


GDP
Gross Domestic Product


GERD
Gross expenditure on R&D


GFC
Global-Financial Crisis 


GHG
Greenhouse Gas


GST
Goods and Services Tax


HSSA
Health Services Satellite Account 


ICT
Information and communications technology


IP
Intellectual Property


ISA
Innovation and Science Australia


KBC
Knowledge-Based Capital


LNG
Liquefied Natural Gas


LVR
Loan-To-Valuation


MNO
Mobile-Network Operator 


MVNO
Mobile Virtual Network Operator


MRFF
Medical Research Future Fund


NBN
National Broadband Network 


NCC
National Competition Council


NDIS
National Disability Insurance Scheme


NHMRC
National Health and Medical Research Council


NICTA
National ICT Australia Ltd


NISA
National Innovation and Science Agenda


PGPA
Public Governance and Accountability Act 


PSRA
Public Sector Research Agency


R&D
Research and Development


RBA
Reserve Bank of Australia


RBG
Research Block Grants


RTP
Research Training Programme


RSP
Research Support Programme


SIM
Subscriber Identity Module


SME
Small and Medium Enterprise


STEM
Science, Technology, Engineering and Mathematics


TBL
Triple Bottom Line


TFP
Total-Factor Productivity


TTO
Technology Transfer Office


VAT
Value Added Tax


VHA
Vodaphone-Hutchison Australia



Executive summary
	Supporting rebalancing with macroeconomic policies

	Sustaining growth by bolstering the environment for business innovation 

	Addressing inequality and ensuring economic rebalancing delivers more inclusive growth



Supporting rebalancing with macroeconomic policies
Commodity prices and GDP growth
[image: graphic]Source: OECD ADB; RBA.
StatLinkhttp://dx.doi.org/10.1787/888933456594

Australia’s economy has enjoyed considerable success in recent decades, reflecting strong macroeconomic policy, structural reform and the long commodity boom. Living standards and well-being are generally high, though challenges remain in gender gaps and in greenhouse-gas emissions, and further challenges arise from population ageing. The economy is now rebalancing following the end of the commodity boom, supported by macroeconomic policies and currency depreciation. The strengthening non-mining sector is projected to support output growth of around3% in2018 and spur further reduction in the unemployment rate. Low interest rates have supported aggregate demand but are also ramping up risk-taking by investors and driving house prices and mortgage lending to historical highs.

Sustaining growth by bolstering the environment for business innovation 
R&D spending as a share of GDP
[image: graphic]Source: OECD MSTI database.
StatLinkhttp://dx.doi.org/10.1787/888933456603

Improving competition and other framework conditions that influence the absorption and development of innovation are key for restoring productivity growth. Innovation requires labour and capital markets that facilitate new business models. Productivity growth could be boosted through stronger collaboration between business and research sectors in R&D activity. The government’s reform programme, notably the National Innovation and Science Agenda, is providing welcome impetus to reform.

Addressing inequality and ensuring economic rebalancing delivers more inclusive growth
Real increase of household income andwealth, 2004-14
[image: graphic]Source: ABS.
StatLinkhttp://dx.doi.org/10.1787/888933456618

Australia’s adjustment to the end of the commodity boom has not been painless. Unemployment has risen, and there are increasing concerns about inequality. Inaddition, large socioeconomic gaps between Australia's indigenous community and the rest of the population remain. Developing innovation-related skills will be important for the underprivileged and those displaced by economic restructuring, and can help reduce gender wage gaps. 
	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Macroeconomic and financial-market regulation policies

	Low interest rates have fuelled high house prices and generated substantial mortgage borrowing 
	Maintain tight macro-prudential measures
Facilitate housing supply increases through improved planning regulation 

	There is fiscal space available to support the economy if required 
	Use all policy levers to support the economy if downside risks materialise, relying more heavily on fiscal policy. 

	Banking remains highly concentrated, potentially compromising competition and making Australia vulnerable to “too big to fail” risks
	Reduce banks’ implicit guarantees by developing a loss absorbing and recapitalisation framework 

	Fiscal reform

	Global commodity swings can have large budgetary effects
	Consider a spending ceiling to contain expenditure growth in booms and targeting debt in the long term
Create stabilisation funds using resource revenues, or make greater use of existing funds, to insulate the budget from commodity price changes

	Change the tax mix to better support growth
	Further shift from corporate income taxes and inefficient taxes, raise the Goods and Services Tax and land taxes
Make the R&D Tax Incentive more effective, forinstance by combining an eligibility threshold with an increase in the expenditure cap

	Maintaining quality public services given low growth in public expenditure is a challenge
	Encourage more innovation in public services by opening up procurement to more bidders and further development of digital government services
Reduce the number of support schemes for innovative SMEs

	Boosting productivity through a more innovation-friendly business environment

	Business framework conditions could better support the absorption and creation of innovation through stronger competition and resource allocation 
	Improve competition law, notably by strengthening the definition of abuse of dominant position 
Adjust insolvency legislation
Increase labour mobility, forinstance by lower interstate differences in education and training programmes 
Encourage market entry by innovative business. Use competition policy tools to combat resistance by incumbents and adjust sectoral regulation quickly as new firms and industries emerge 
Facilitate the entry of afourth operator in mobile telephony via a spectrum auction

	Research-business collaboration is weak and decision making in the innovation system fragmented
	Put a greater weight, as envisaged, on collaboration in university funding and develop a more coordinated approach to industry placements for research students to strengthen the linkages between research and business sectors
Implement the common approach across public-sector research organisations for assessing research outcomes and impacts
Develop a more integrated, “whole-of-government” approach to science, research and innovation and consolidate innovation support programmes

	Helping output growth and inclusiveness, deepening skills

	Inclusiveness is being eroded 
	Avoid freezing welfare pay outs as part of fiscal restraint so as to not compromise inclusiveness
Continue developing an investment approach to welfare policy that focuses on vulnerable groups where the returns to policy are greatest

	Skills for innovation are weak 
	Widen the scope of subsidies for innovation-related subjects beyond STEM (e.g.innovation-related arts disciplines) 

	Environmental sustainability

	New greenhouse-gas reduction targets have been set 
	Strengthen the recently introduced safeguard mechanism should the Emissions Reduction Fund require additional support to achieve greenhouse-gas reduction 






Assessment and recommendations1



	Macroeconomic developments and near-term prospects: post-boom adjustment continues 


	Monetary and financial-market policy: coping with low interest rates


	Fiscal consolidation, tax and spending reform 


	Encouraging business productivity and innovation through framework conditions 


	Encouraging productivity and innovation through R&D policy 


	Addressing inequality, enhancing inclusiveness and deepening skills 


	Tackling environmental challenges: progress in greenhouse-gas emission policy





Following an impressive 25 consecutive years of output growth, Australia’s gross domestic product per capita is high and the country generally ranks favourably in well-being (Figure 1). Despite the end of the global commodity super-cycle, the economy continues to perform well. The rebalancing of economic activity from commodity investment to other activities is well advanced, facilitated by monetary and fiscal policies, currency depreciation, and flexible labour and product markets.



Figure 1. GDP per capita is high and well-being indicators compare favourably

[image: graphic]1. Each well-being dimension is measured using one to three indications from the OECD Better Life Indicator set with equal weights.

2. Indicators are normalised by re-scaling to be from 0 (worst) to 10 (best).

Source: OECD (2016), OECD National Accounts Statistics (database); OECD (2016), “Better Life Index 2016”, OECD Social and Welfare Statistics (database).

StatLink  http://dx.doi.org/10.1787/888933456622



However, Australia’s economy shares the global risk of a “low-growth trap”. Along with many OECD countries, productivity growth has slowed since its peak in the 1990s (Figure 2) but remains in line with its longer term average. Despite encouraging recent productivity growth, population aging (the number of Australians over 65 years of age will more than double by 2055) means the country’s growth prospects depend crucially on strong productivity growth which, in turn, requires greater capacity for absorbing and generating new innovations. This is the subject of this Survey’s in-depth examination of innovation and related policies and the focus of a recent government initiative (the National Innovation and Science Agenda; Australian Government, 2015a).



Figure 2. Productivity growth has slowed

Labour productivity growth (per hour worked)1


[image: graphic]1. Data smoothed by the Hodrick-Prescott filter.

Source: The Conference Board (2016), The Conference Board Total Economy Database, May 2016.

StatLink  http://dx.doi.org/10.1787/888933456634



Furthermore, inclusiveness has been eroded. The Gini coefficient has been drifting up and households in upper income brackets have benefited disproportionally from Australia’s long period of economic growth. Real incomes for the top quintile of households grew by more than 40% between 2004 and 2014 while those for the lowest quintile only grew by about 25% (Figure 3). Strong growth has pulled the incomes of households with wage earners further ahead of households reliant on transfers or pensions, which dominate the lower end of the income distribution. Furthermore, recent economic development has been strongly skill biased – partly because scale effects have amplified returns to some already high-paid segments of the labour market – widening the wage distribution. This partly explains the increasing share of income going to the very top end of the income distribution. In addition, large socioeconomic gaps between Australia’s indigenous population (Box 1) and the rest of the population remain and there is room to reduce gender imbalance (Figures 3  and 4).



Box 1. Progress on closing the outcome gaps between the indigenous population and the rest of the population 

Indigenous Australians account for around 3% of the total population, but around 45% of the population in rural and remote areas. Addressing indigenous disadvantage is a priority across all levels of government in Australia, with targets agreed and set by the Council of Australian Governments to improve outcomes. The policy function at the Federal level sits within the Prime Minister’s department and the Prime Minister delivers an annual update to Parliament on the extent of progress made, in the Closing the Gap report. Progress is generally reported based on the extent to which the difference in outcomes for indigenous compared to non-indigenous Australians has been reduced. 

The 2016 Closing the Gap report indicated:


	targets on track: halving the gap in child mortality by 2018; and halving the gap in Year 12 attainment by 2020 


	targets not on track: closing the gap on life expectancy; halving the gap in employment by 2018; closing the gap between indigenous and non-indigenous school attendance; and halving the gap for indigenous children in reading, writing and numeracy (although four of the eight measures are on track)


	it is too early to gauge whether the target will be met for 95%  of all indigenous four year olds to be enrolled in early childhood education by 2025. 




The Productivity Commission's annual report on indigenous disadvantage (Productivity Commission, 2016) also highlights that progress towards better socio-economic outcomes remains mixed. The report also draws attention to the lack of rigorously evaluated programmes in the area of indigenous policy. 





Figure 3.  Inequality has been rising

[image: graphic]1. The Gini coefficient is based on the comparison of cumulative proportions of the population against cumulative proportions of income they receive, and it ranges between 0 in the case of perfect equality and 1 in the case of perfect inequality. New income definition applied for 2012 onwards (for United States, 2013 onwards).

2. Shares of top 1% incomes in total pre-tax income, 1980 – 2014 (or closest available period). For further details, http://wid.world/.

Source: OECD (2016), OECD Income Distribution database; ABS (2016), 6523.0 – Household Income and Wealth, Australia, 2013–14; WID.world (2016), The World Wealth and Income Database; Australian Department of the Prime Minister and Cabinet (2016), Closing the gap: Prime Minister's Report 2016; ABS (2016), 4714.0 – National Aboriginal and Torres Strait Islander Social Survey, Australia, 2014–15.

StatLink  http://dx.doi.org/10.1787/888933456641





Figure 4. Australia’s gender wage gap is larger than many

Gender wage gap1, 2014 or latest

[image: graphic]1. The gender wage gap is defined as the difference between male and female median wages divided by the male median wages.

Source: OECD (2016), OECD Gender Data Portal.

StatLink  http://dx.doi.org/10.1787/888933456650



Against this background the main messages of this Survey are:


	Strong macroeconomic and financial-sector institutions and policies have supported strong economic growth and high living standards.


	Merely maintaining long-run average productivity growth jeopardises this success; a renewed emphasis on structural reforms in particular those that help boost Australia’s capacity to absorb and generate innovation is required.


	Widening income inequalities and longstanding issues of inclusion (notably Australia’s indigenous population) call for an ongoing emphasis on policies to ensure equitable opportunities for engaging in the labour market through skills acquisition and active labour market policies, especially policies that address these concerns while also enhancing productivity.





Macroeconomic developments and near-term prospects: post-boom adjustment continues 

Australia’s output growth remained resilient during the global financial crisis thanks to a prompt macroeconomic policy response, high commodity prices and a resilient financial system (Figure 5). The significant economic adjustment to the commodity super cycle, which has dominated cyclical development over the past decade or so, has proceeded relatively smoothly (Figure 5). There have been large falls in resource-sector investment, from 9% of GDP towards 4.5%, and falls in resource-sector employment, partly because several large multi-year construction projects have reached, or are close to, completion. In addition, declines in global commodity prices from their peak in 2011, notably for iron ore and coal, have curtailed plans for new investment and prompted cost-cutting by producers, although commodity prices have increased in recent times. As in many other developed economies, Australia now faces the risk of low growth and lacklustre private-sector investment due to pessimistic expectations and weakening global trade. 



Figure 5. Output growth has weakened, unemployment is up, investment is down

[image: graphic]1. Data smoothed by the Hodrick-Prescott filter.

2. Terms of trade is the ratio of export and import prices.

Source: OECD (2016), OECD Analytical database; ABS (2016), 6202.0 – Labour Force, Australia; ABS (2016), 5204.0 – Australian System of National Accounts, 2014-15; ABS (2016), 5206.0 – Australian National Accounts: National Income, Expenditure and Product, Jun 2016; Reserve Bank of Australia; The Australian Treasury.

StatLink  http://dx.doi.org/10.1787/888933456664



Markets have been redeploying resources and reducing macroeconomic tensions reasonably effectively so far, helped by flexibility-oriented policy settings for labour and capital, and by supportive macroeconomic policy. Exchange-rate depreciation has proven a key channel, spurring non-resource-sector exports, such as inbound tourism (Figure 6). The reallocation of labour resources is echoed in state-level employment trends, with strong employment growth in New South Wales and Victoria countering low growth in the resource-rich states of Queensland and Western Australia. Net international migration has proved a shock absorber in Australia, as the influx of labour during the commodity boom has been reversing (Figure 6).



Figure 6. Rebalancing is seen in services exports, employment and migration

[image: graphic]1. Data smoothed by the Hodrick-Prescott filter.

Source: ABS (2016), 5302.0 – Balance of Payments and International Investment Position; ABS (2016), 5249.0 – Australian National Accounts: Tourism Satellite Account; ABS (2016), 3101.0 – Australian Demographic Statistics; ABS (2016), 6291.0.55.003 – Labour Force, Australia, Detailed, Quarterly, Nov 2016.

StatLink  http://dx.doi.org/10.1787/888933456671



Consumer-price inflation and wage growth remain subdued. Consumer-price inflation has been below the Reserve Bank of Australia’s (RBA’s) medium-term target range of 2-3% for several quarters. Also, inflation expectations and nominal-wage growth have trended down (Figure 7). Wage growth has been at record lows partly because of ongoing slack in the labour market, including in part-time employment where many employees wish to work longer hours. In addition, the share of part-time employment continues to rise.



Figure 7. Consumer-price inflation and wage growth are slowing

[image: graphic]1. Excludes interest and tax changes.

2. Average annual inflation rate implied by the difference between 10-year nominal bond yield and 10-year inflation indexed bond yield.

Source: Reserve Bank of Australia (2016); ABS (2016), 6345.0 – Wage Price Index, Australia, Sep 2016. 

StatLink  http://dx.doi.org/10.1787/888933456686



Subdued nominal GDP growth has been weighing on revenues, making it harder to reach the government’s fiscal goals (see below). Australia has a sizeable current account deficit though this is expected to narrow in the coming years. Economic risk from the persistent current account deficit is not considered large because a large proportion of foreign-held debt is either denominated in Australian dollars or is hedged against exchange-rate fluctuations (Figure 8). Australia’s total debt burden has been steadily increasing, however it remains middle ranking in international comparison (Figure 9). Also, the Australian government only issues in Australian dollars. Household debt, while relatively high, is concentrated in high income households, and matched with rising asset values and low interest rates. Debt servicing to income ratios remain low (see discussion on macroprudential measures below).



Figure 8. Australia’s gross foreign liabilities continue to grow
but remain largely denominated in AUD or are hedged

Gross foreign liability stocks

[image: graphic]Source: Reserve Bank of Australia.

StatLink  http://dx.doi.org/10.1787/888933456696





Figure 9. Total debt has increased and household debt is above average

[image: graphic]1. Includes households and non-profit institutions serving households.

Source: OECD (2017), OECD National Accounts (database).

StatLink  http://dx.doi.org/10.1787/888933456701



Looking forward, OECD projections anticipate a slow pick-up in activity in the medium-term. The OECD Economic Outlook of autumn 2016 projected output growth for 2016 and 2017 of a little over 2½ %, rising to 3% for 2018 (Table 1). Since the projection was finalised, data releases showed that the economy shrank by 0.5% in Q3 of 2016. However, this outcome is expected to mean annual growth will only be slightly slower than in the projection given the largely temporary factors, including unseasonal factors behind the Q3 result. Sectoral shifts in investment will continue. The projections incorporate further shrinkage in mining investment, though at a slower pace, and a continued rise in non-commodity investment. Record low interest rates, currency depreciation and favourable business conditions on other fronts will support the investment. New liquefied-natural-gas (LNG) production following the completion of new facilities will continue to boost exports. Employment growth in non-mining activities will bring further declines in the rate of unemployment and support aggregate household income, and boost consumption. The pick-up in activity is not expected to generate significant inflationary pressure due to remaining economic slack.


	
Table 1. Macroeconomic indicators and projections


	Annual percentage change, volume (2014 prices)




	2013

	2014

	2015

	2016

	2017

	2018




	
Current prices 

(billion AUD)


	(projected)






	GDP

	1,560

	2.8

	2.4

	2.7

	2.6

	3.1




	Private consumption

	856

	2.8

	2.7

	2.7

	2.6

	3.0




	Government consumption

	281

	0.9

	3.5

	3.7

	1.7

	2.0




	Gross fixed capital formation

	431

	-1.9

	-3.1

	-0.2

	-0.9

	1.5




	Housing

	73

	6.9

	10.0

	7.7

	6.0

	3.5




	Business

	309

	-4.8

	-6.4

	-4.7

	-3.2

	0.5




	of which mining1

	115

	-8.5

	-17.3

	. .

	. .

	. .




	Government

	50

	3.5

	-5.0

	9.6

	-2.4

	2.5




	Final domestic demand

	1,568

	1.2

	1.3

	2.2

	1.6

	2.5




	Stockbuilding2

	0

	0.1

	0.0

	-0.9

	0.0

	0.0




	Total domestic demand

	1,568

	1.2

	1.3

	1.3

	1.6

	2.4




	Exports of goods and services

	318

	6.9

	5.9

	7.1

	7.0

	7.1




	Imports of goods and services

	326

	-1.1

	1.8

	-0.2

	1.9

	3.8




	Net exports2

	-8

	1.6

	0.8

	1.4

	0.9

	0.6




	Other indicators (growth rates, unless specified) 




	Potential GDP

	. .

	2.8

	2.6

	2.5

	2.4

	2.3




	Output gap3

	. .

	-1.7

	-1.8

	-1.7

	-1.5

	-0.8




	Employment

	. .

	0.7

	1.9

	1.6

	1.3

	1.6




	Unemployment rate

	. .

	6.1

	6.1

	5.7

	5.5

	5.3




	GDP deflator

	. .

	0.2

	-0.6

	0.3

	1.9

	1.8




	Consumer price index

	. .

	2.5

	1.5

	1.3

	1.8

	2.1




	Core consumer prices

	. .

	2.4

	2.1

	1.6

	1.7

	2.1




	Household saving ratio, net4

	. .

	9.0

	7.1

	8.0

	7.8

	7.4




	Trade balance5

	. .

	0.1

	-1.6

	. .

	. .

	. .




	Current account balance5

	. .

	-2.9

	-4.8

	-3.5

	-2.5

	-1.9




	General government fiscal balance5

	. .

	-2.3

	-1.8

	-2.6

	-2.0

	-1.5




	Underlying government fiscal balance3

	. .

	-1.5

	-1.5

	-1.8

	-1.2

	-1.1




	Underlying government primary balance3

	. .

	-0.8

	-0.9

	-1.3

	-0.7

	-0.5




	General government gross debt5

	. .

	42.1

	44.3

	45.4

	45.1

	44.6




	General government net debt5

	. .

	-13.1

	-14.3

	-11.4

	-8.9

	-6.9




	Three-month money market rate, average

	. .

	2.7

	2.3

	2.0

	1.8

	2.3




	Ten-year government bond yield, average

	. .

	3.7

	2.7

	2.2

	2.0

	2.3




	1. Data are based on a financial year.


	2. Contributions to changes in real GDP, actual amount in the first column.


	3. As a percentage of potential GDP.


	4. As a percentage of household disposable income.


	5. As a percentage of GDP.


	Source: OECD (2016), OECD Economic Outlook: Statistics and Projections (database); Australian Bureau of Statistics.





There are several risks to this central scenario with implications for potential output and productivity:


	Trade-related uncertainties are a key element in Australia’s risk profile. Developments in global demand and prices for iron ore and coal will be critical, particularly demand for these commodities in China (Figure 10). Aggregate demand in China is also of growing importance for Australia’s trade in services, notably in tourism as China’s middle class grows.


	Non-commodity investment growth may not pick up...
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